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Acca Per Performance Objective 14 Sample
Answers

acca per performance objective 14 sample answers provide valuable guidance for students
preparing for the ACCA (Association of Chartered Certified Accountants) exams. Performance Objective
14 (PO14) focuses on evaluating the effectiveness of internal controls, risk management, and
governance processes within an organization. Mastering this objective is critical for aspiring
accountants aiming to demonstrate their understanding of how internal controls mitigate risks and
ensure organizational integrity. In this comprehensive guide, we will explore sample answers for PO14,
offering insights into how to approach exam questions effectively, what examiners look for, and tips for
crafting high-quality responses.

Understanding Performance Objective 14 (PO14) in ACCA

What is PO14 about?

Performance Objective 14 centers on evaluating and assessing internal control systems, risk
management processes, and governance frameworks within an organization. It requires candidates to
analyze scenarios, identify weaknesses, and recommend improvements. Key concepts include:

Internal controls: preventive, detective, and corrective measures to safeguard assets and ensure1.
accurate reporting.
Risk management: identifying, assessing, and mitigating risks that could hinder organizational2.
objectives.
Governance: the structures, policies, and processes that facilitate effective oversight and3.
accountability.

Why is PO14 important?

Understanding and applying internal control concepts is vital for auditors, financial managers, and
accountants. Effective internal controls reduce errors, prevent fraud, and promote operational
efficiency. PO14 questions test your ability to evaluate these controls critically and suggest practical
improvements.

Approach to Answering PO14 Exam Questions



1. Carefully analyze the scenario

Start by thoroughly reading the question and identifying key facts related to internal controls, risks,
and governance. Highlight or note significant points such as control weaknesses, risk exposures, or
governance issues.

2. Apply relevant frameworks and concepts

Use recognized frameworks, like COSO (Committee of Sponsoring Organizations) internal control
components or risk management standards, to structure your analysis.

3. Identify weaknesses and risks

Point out specific deficiencies or gaps in the controls or governance structures. Link these weaknesses
to potential risks or consequences.

4. Make practical recommendations

Suggest realistic, actionable improvements that align with best practices. Justify your
recommendations with sound reasoning.

5. Structure your answer logically

Use clear headings and bullet points where appropriate. Present a coherent flow from analysis to
recommendations.

6. Use professional language and terminology

Demonstrate your understanding by employing appropriate terminology, such as 'segregation of
duties,' 'authorization controls,' or 'risk appetite.'

Sample Answers for PO14

Sample Question 1: Evaluating Internal Controls in a Retail Business

Scenario: A retail business has experienced occasional stock discrepancies and suspected theft. The
current controls include manual stock counts once a month, limited access to stockrooms, and basic
authorization for stock adjustments. Sample Answer: Introduction: In this scenario, the retail business
faces issues related to stock discrepancies and potential theft, indicating weaknesses in its internal
control system. A robust control environment is essential to safeguard assets and ensure accurate
inventory records. Analysis of existing controls: - Monthly manual stock counts are infrequent and may
allow discrepancies to go unnoticed for extended periods. - Limited access to stockrooms reduces theft
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risk but may hinder operational efficiency if access is overly restricted. - Basic authorization
procedures for stock adjustments may lack segregation of duties, increasing the risk of fraudulent
adjustments. Identified weaknesses: - Infrequent stock counts can lead to delayed detection of
discrepancies. - Lack of segregation of duties in stock adjustments could enable fraudulent activities. -
Insufficient monitoring and review processes for stock movements. Risks associated: - Financial losses
due to theft or stock shrinkage. - Inaccurate inventory data affecting sales and procurement decisions.
- Reduced management oversight. Recommendations: - Increase stock counts frequency, possibly
implementing cycle counting techniques to improve accuracy. - Enforce segregation of duties, ensuring
no single employee can both adjust stock levels and approve adjustments. - Implement computerized
inventory management systems with real-time tracking and audit trails. - Conduct regular
management reviews of stock discrepancies and adjust controls accordingly. - Train staff on internal
control policies and the importance of accuracy and honesty. Conclusion: By enhancing stock control
procedures, segregating duties, and leveraging technology, the retail business can significantly reduce
stock discrepancies and theft, thereby improving operational efficiency and financial accuracy.

Sample Question 2: Risk Management in a Manufacturing Company

Scenario: A manufacturing company relies heavily on a single supplier for critical raw materials. There
is minimal inventory holding, and the company has limited contingency planning. Sample Answer:
Introduction: The reliance on a single supplier exposes the manufacturing company to significant
supply chain risks, including production halts and financial losses. Effective risk management
strategies are essential to mitigate these risks. Risk assessment: - Supplier dependency increases the
risk of supply disruption due to supplier insolvency, logistical issues, or geopolitical factors. - Minimal
inventory levels reduce holding costs but also limit buffer against supply delays. - Limited contingency
planning indicates a reactive rather than proactive risk management approach. Risks identified: -
Production stoppages if the supplier cannot deliver on time. - Increased costs if alternative suppliers
are needed at short notice. - Reputational damage due to inability to meet customer orders.
Recommendations: - Diversify the supply base by qualifying and establishing relationships with
alternative suppliers. - Maintain safety stock levels of critical raw materials to cushion against supply
disruptions. - Develop a comprehensive contingency plan outlining steps during supply failures. -
Regularly monitor supplier performance and conduct risk assessments. - Consider contractual clauses
that include penalties or flexible delivery terms. Conclusion: By adopting a proactive risk management
approach, including supplier diversification, inventory buffers, and contingency planning, the
manufacturing company can reduce its vulnerability to supply chain risks and ensure continuity of
operations.

Common Themes in Sample PO14 Answers

- Clear identification of control weaknesses and risk exposures. - Use of relevant frameworks (e.g.,



COSO, risk management standards). - Practical and feasible recommendations aligned with
organizational context. - Structured presentation with logical flow. - Use of professional terminology
and critical analysis.

Tips for Crafting High-Quality PO14 Responses

Plan your answer: Allocate time to structure your response before writing.1.
Focus on relevance: Address all parts of the question, emphasizing key issues.2.
Be analytical: Don't just describe controls; evaluate their effectiveness critically.3.
Provide justification: Support your recommendations with logical reasoning and best practices.4.
Use examples: Incorporate real-world scenarios or hypothetical examples to illustrate points.5.
Review your answer: Check for clarity, coherence, and technical accuracy.6.

Conclusion

Mastering ACCA PO14 sample answers is instrumental in excelling in the exam. By understanding the
core concepts of internal controls, risk management, and governance, and applying logical, structured,
and professional responses, candidates can demonstrate their competence confidently. Regular
practice with sample questions, coupled with a thorough understanding of relevant frameworks and
best practices, will enhance your ability to craft effective answers that meet examiner expectations.
Remember, the key to success lies in critical evaluation, practical recommendations, and clear
communication—skills that will serve you well throughout your accounting career.

acca per performance objective 14 sample answers – an essential resource for students
preparing for the ACCA qualification, especially those focusing on Performance Objective 14 (PO14),
which typically pertains to the application and analysis of financial management techniques within
organizations. This article aims to dissect the nature of sample answers, their importance in exam
preparation, and provide a detailed review of how candidates can craft high-quality responses that
meet ACCA’s rigorous standards.

Understanding Performance Objective 14 in the ACCA Context

What is Performance Objective 14?

Performance Objective 14 is a component of the ACCA Strategic Business Leader (SBL) and Strategic
Business Reporting (SBR) exams, emphasizing the application of financial management tools to real-
world scenarios. It assesses a candidate’s ability to analyze financial data, interpret financial ratios,
evaluate investment opportunities, and recommend suitable financial strategies aligned with
organizational objectives. Specifically, PO14 often involves topics such as: - Investment appraisal
techniques (NPV, IRR, payback period) - Cost of capital estimation - Working capital management -
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Financial risk management - Budgeting and variance analysis - Capital structure decisions Mastery of
these areas requires not just theoretical knowledge but the ability to apply concepts practically,
analyze complex scenarios, and justify recommendations convincingly.

The Role of Sample Answers in ACCA PO14 Preparation

Why Sample Answers Matter

Sample answers serve as vital benchmarks for students, illustrating the depth, clarity, and analytical
rigor expected in exam responses. They help candidates: - Understand the examiners’ expectations
regarding structure and depth - Identify key points and common pitfalls - Develop effective analytical
and evaluative skills - Practice time management by simulating real exam conditions - Gain confidence
through exposure to model responses Moreover, well-constructed sample answers exemplify the
balance between technical accuracy, strategic insight, and professional judgment, which are crucial for
success in high-stakes exams like the ACCA.

Limitations of Relying Solely on Sample Answers

While invaluable, sample answers should not be used passively. Over-reliance can lead to rote
memorization rather than genuine understanding. Students must interpret sample responses critically,
adapt the insights to different scenarios, and develop their unique analytical voice.

Analyzing the Components of a High-Quality Sample Answer for
PO14

1. Clear Structuring and Logical Flow

A top-tier answer begins with a well-organized structure, typically including: - Introduction: Restating
the scenario and outlining the approach - Main Body: Systematic analysis of each issue, applying
relevant techniques - Evaluation: Weighing options, considering risks, and making justified
recommendations - Conclusion: Summarizing key points, confirming the suggested course of action
Clarity in structure helps examiners follow the candidate’s reasoning and demonstrates professional
communication skills.

2. Application of Technical Knowledge

Sample answers showcase the candidate’s ability to: - Correctly calculate financial ratios (e.g., ROI,
current ratio, debt/equity) - Perform investment appraisals using NPV, IRR, payback periods -
Determine the weighted average cost of capital (WACC) - Analyze working capital components and
suggest improvements - Assess financial risks and propose mitigation strategies Accuracy in



calculations and appropriate technical language underpin credibility.

3. Critical Analysis and Evaluation

Merely performing calculations is insufficient. The answer must interpret the results, considering: - The
significance of ratios and their implications - The assumptions underlying valuation techniques - The
impact of external factors such as market conditions or economic trends - The risks associated with
proposed strategies Effective evaluation demonstrates higher-order thinking and professional
judgment.

4. Justification of Recommendations

Candidates should not only identify optimal strategies but also justify them thoroughly, for example: -
Choosing NPV over payback due to its consideration of the time value of money - Recommending a
specific capital structure based on risk appetite and cost considerations - Advocating for working
capital improvements aligned with cash flow forecasts This critical justification aligns responses with
real-world decision-making processes.

5. Use of Professional Language and Presentation

Sample answers maintain a professional tone, avoid jargon overload, and use clear headings, bullet
points, and concise explanations. Proper referencing of data and assumptions enhances credibility.

Sample Answer Breakdown: An Illustrative Example

To illustrate, let’s briefly analyze a typical scenario involving investment appraisal: Scenario: A
manufacturing company is considering investing in a new production line costing $500,000. The
project is expected to generate additional cash inflows of $100,000 annually for 7 years. The
company’s WACC is 8%. The management is undecided whether to proceed. Sample Answer Approach:
- Introduction: "This answer assesses the viability of the proposed investment using discounted cash
flow techniques, considering the company's WACC of 8%." - Calculations: - NPV calculation: Present
value of cash inflows minus initial investment - IRR calculation: The discount rate at which NPV equals
zero - Payback period: Time to recover initial investment from cash inflows - Analysis: "The NPV is
positive, indicating the project adds value. The IRR exceeds the WACC, reinforcing the project's
attractiveness. The payback period of 5 years is within acceptable limits." - Evaluation: "While financial
metrics favor proceeding, potential risks include market demand fluctuations and technological
obsolescence. Sensitivity analysis shows that a 10% decline in cash inflows would reduce NPV but still
remain positive, suggesting robustness." - Recommendation: "Based on the analysis, it is advisable to
proceed with the investment, subject to further risk mitigation measures." This structure exemplifies
clarity, application of technical skills, critical evaluation, and justified recommendations—all essential
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for high-scoring PO14 answers.

Strategies for Developing Effective Sample Answers

1. Deepening Technical Understanding

Candidates should focus on mastering core concepts, including calculations, assumptions, and
limitations of techniques like NPV and IRR. Practical understanding allows for nuanced analysis rather
than rote responses.

2. Practicing Past Exam Questions

Regular practice exposes students to varied scenarios, enhancing adaptability. Reviewing examiner
reports can reveal common evaluation points and expectations.

3. Developing Analytical and Evaluation Skills

Beyond performing calculations, students should practice interpreting results, considering qualitative
factors, and weighing alternatives.

4. Structuring Responses Effectively

Using headings, bullet points, and concise language makes answers more readable and professional,
which is highly valued in exams.

5. Reflecting on Real-World Contexts

Incorporating current economic trends, industry insights, and organizational factors adds depth and
demonstrates professional maturity.

Conclusion: Mastering PO14 Sample Answers for ACCA Success

Achieving excellence in Performance Objective 14 hinges on more than technical knowledge; it
demands the ability to analyze, evaluate, and communicate financial strategies convincingly. Sample
answers serve as invaluable guides, illustrating the standards of depth, structure, and professionalism
expected by ACCA examiners. By studying these responses critically, practicing diverse scenarios, and
honing analytical skills, students can develop robust responses that not only score well but also
prepare them for real-world financial decision-making. In summary, the journey towards mastering
PO14 is iterative and reflective. Embracing sample answers as learning tools, rather than mere
templates, encourages a comprehensive understanding that will serve candidates well beyond the
exam hall. As the financial landscape grows increasingly complex, the ability to deliver precise,



insightful, and justified financial analysis remains a cornerstone of professional competence—one that
well-crafted sample answers can help students attain.

Questions & Answers About acca per performance objective 14
sample answers

No Question Answer

1 What are some key sample
answers for ACCA Performance
Objective 14 related to financial
reporting?

Sample answers for PO 14 typically include detailed
explanations of financial statements, recognition of assets
and liabilities, and adherence to IFRS standards,
demonstrating a thorough understanding of financial
reporting requirements.

2 How can I effectively prepare
sample answers for ACCA PO 14
to improve my exam
performance?

To prepare effectively, review past exam questions,
practice drafting comprehensive answers, focus on clarity
and accuracy, and understand the underlying principles of
financial reporting standards relevant to PO 14.

3 Are there any common pitfalls to
avoid when writing ACCA PO 14
sample answers?

Common pitfalls include providing vague explanations,
neglecting to reference IFRS standards, omitting relevant
calculations or disclosures, and failing to address all parts
of the question thoroughly.

4 What structure should I follow for
crafting high-quality ACCA PO 14
sample answers?

Use a clear structure: start with an introduction setting out
the main points, followed by detailed explanations
supported by relevant standards and examples, and
conclude with a concise summary or recommendations.

5 How important is referencing IFRS
standards in ACCA PO 14 sample
answers?

Referencing IFRS standards is crucial as it demonstrates
your understanding of the regulatory framework and
ensures your answers are accurate, compliant, and aligned
with professional requirements.

6 Can using sample answers from
previous exams help me prepare
for ACCA PO 14?

Yes, reviewing sample answers from previous exams helps
familiarize you with the expected depth of detail, common
question formats, and effective answer structures,
enhancing your exam readiness.

7 What are the best resources to
find high-quality ACCA PO 14
sample answers?

Resources include ACCA's official examiners' reports,
reputable tuition providers' revision kits, online forums, and
study groups where students share model answers and
tips.

8 How should I tailor my practice
answers for ACCA PO 14 to
maximize marks?

Tailor your answers by addressing all parts of the question,
applying relevant standards accurately, providing
calculations where applicable, and ensuring clarity and
logical flow throughout your response.

ACC A, performance objective 14, sample answers, ACCA POB 14, performance objectives, ACCA exam
tips, performance objective samples, ACCA practice answers, POB 14 tips, ACCA exam preparation
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